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Switzerland:  Oasis  of  Free  Enterprise 

HY  BLAIR  BOLLES.  Mr.  Bolles  visited  Switzerland  in  the  spring  of  1949  for  the  preparation  of 


this  Report. 

AMERICANS  looking  for  a  country  in  which  the 
free  play  of  individual  business  initiative  still  domi¬ 
nates  national  economy  can  find  the  essence  of 
what  they  seek  in  post-war  Switzerland.  On  a  con¬ 
tinent  where  the  foreign  policies  of  most  countries 
are  marked  by  state  regulation  of  external  com¬ 
merce  and  where  government  planning  commonly 
characterizes  domestic  policy,  Switzerland  is  an 
oasis  where  restrictions  on  private  enterprise  are 
still  comparatively  mild.  The  advocates  of  planned 
economy  receive  little  attention  there. 

The  desire  to  preserve  nineteenth-century  liberal¬ 
ism — the  economic  philosophy  which  animated  the 
authors  of  the  economic  clauses  of  the  Swiss  Consti¬ 
tution,  as  revised  in  1848 — reflects  the  Swiss  people’s 
attachment  to  a  complex  of  national  traditions, 
each  of  which,  like  the  old  liberalism,  is  at  present 
out  of  fashion  in  many  other  parts  of  the  world. 
These  national  traditions  are  neutrality,  which 
keeps  Switzerland  aloof  when  all  its  neighbors  are 
taking  sides  in  the  “cold  war”  between  East  and 
West;  self-reliance;  and  a  strong  sense  of  national 
sovereignty.  Neutrality  Itself  begets  the  two  latter 
policies.  Continuing  faith  in  the  national  traditions 
accounts  for  the  major  tendencies  in  Swiss  policy 
both  at  home  and  abroad.  It  explains  the  Swiss  de¬ 
cision  in  1948  not  to  sign  a  bilateral  Marshall  Plan 
agreement  with  the  United  States,  for  the  Swiss 
are  convinced  that  Washington  is  encouraging 
their  western  and  southern  neighbors  to  foster  na¬ 
tional  planning  in  return  for  financial  aid.*  Yet  the 
forces  which  are  weakening  nineteenth-century 
liberalism  outside  Switzerland  are  so  strong  that 
the  Swiss  themselves  are  not  certain  how  long  the 
distinctive  nature  of  their  oasis  will  survive. 

The  country’s  policies  represent  a  test  between 

1.  “The  United  States  itself  has  given  very  great  impetus  to 
the  national  planning  of  economic  development  ...  It  is  the 
influence  which  this  country  is  exercising  on  Western  European 
countries.  The  Marshall  Plan  has  forced  these  countries  ...  to 
decide  what  commodities  to  produce  at  home  and  in  what 
quantities  and  on  what  overseas  resources  to  rely  for  the  bal¬ 
ance  of  their  needs."  Sir  Herbert  Broadley,  Deputy  Director 
General,  United  Nations  Foot!  and  Agriculture  Organization, 
to  National  Research  Council,  Washington,  November  4,  1949. 


national  and  world  tendencies.  On  the  one  hand, 
political  institutions  and  political  sentiment  in 
Switzerland  stand  in  the  way  of  major  change. 
Switzerland  is  a  federal  republic.  The  twenty-two 
cantons  (states)  retain  considerable  governing 
powers  which  they  do  not  share  with  the  Federal 
government.  This  division  of  control  promotes 
conservatism.  The  executive  arm  of  the  Federal 
government,  the  Federal  Council,  follows  a  cau¬ 
tious  course.  Its  seven  members  are  elected  not  by 
the  public  but  by  the  parliament  (Federal  Assem¬ 
bly),  and  in  consequence  they  try  as  a  rule  to  fol¬ 
low  and  not  to  lead  or  form  public  opinion.  The 
citizens  who  have  the  franchise — about  one-fourth 
of  the  population  of  4,300,000 — retain  control  over 
their  parliamentary  representatives  between  elec¬ 
tions  by  means  of  the  referendum  and  the  initia¬ 
tive  which  are  used  to  settle  all  major  legislative 
questions.  The  people  usually,  but  not  always,  vote 
conservatively  on  such  occasions.  In  1947,  the  last 
national  election,  the  voters  reaffirmed  the  parlia¬ 
mentary  majority  of  the  bourgeois  parties  which 
oppose  extensive  planning  and  other  compromises 
with  tradition.  The  plan-minded  Socialists,  while 
winning  the  largest  vote  given  any  single  party, 
actually  lost  ground.  They  received  26.2  per  cent 
of  the  960420  votes  cast  in  1947^  compared  with 
28.6  per  cent  in  the  election  of  1943.^  The  three 
principal  liberal  parties  —  Radicals,  Conservative 
Catholics,  and  Agrarians — won  56.3  per  cent  of  the 
1947  vote,  which  still  governs  the  make-up  of  the 
Federal  Assembly.'* 

2.  Bureau  Federal  dc  Statistique,  Berne.  The  four  principal 
parties  won  82.5  per  cent  of  the  written  votes  cast.  They  are 
the  Socialists,  251,670;  Radicals,  220,510;  Conservative  Catho¬ 
lics,  203,230;  Peasants  and  Bourgeois,  116,020.  Of  the  lesser 
parties,  the  Workers  (Communists)  had  49,360  votes;  Inde¬ 
pendents,  42,420;  Liberals,  30,500;  Democrats,  28,080;  Evan¬ 
gelicals,  9,070;  Free  Economy,  4,630;  others,  4,930. 

3.  Bureau  Federal  de  Statistique,  Elections  au  Conseil  Nationd 
(Berne,  1945),  p.  64. 

4.  The  Federal  Assembly  consists  of  two  chambers:  the  Na¬ 
tional  Council,  whose  members  arc  chosen  by  popular  elections 
(52  members  of  the  Radical -Democrat  combine,  48  Socialists. 
44  Conservative  Catholics,  21  Agrarians,  9  Independents,  7 
Communists,  7  Liberals,  5  Democrats,  and  i  not  affiliated 
with  any  group — 194  in  all);  and  the  Council  of  States 
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of  j  On  the  other  hand,  in  the  post-war  period,  both 
the  Swiss  electorate  and  the  bourgeois  parliament 
have  accepted  a  series  of  compromises  with  the  na¬ 
il)  tional  traditions,  especially  with  the  liberal  eco- 
n  nomic  philosophy.  In  a  referendum  of  July  6,  1947, 
£•  die  voters  approved  the  insertion  in  the  Confedera- 
'0  tion  Constitution  of  articles  permanently  authoriz- 
ig  ing  intervention  by  the  Federal  government  in 
3I  private  economy.  While  the  country  has  managed 
-s  to  avoid  national  economic  planning,  the  Federal 
government  distributes  subsidies  to  bolster  the 
J'  country’s  economy.  The  amount  of  government 
'y  subsidies  has  risen  annually  since  the  end  of  the 
1-  war — 9,810,000  francs  in  1945;  9,730,000  in  1946; 
1-  21,600,000  in  1947;  43,210,000  in  1948;  and  60,310,000 
in  1949  (including  33,000,000  to  reduce  the  price  of 
milk  to  the  consumers  and  16,000,000  to  offset 
I  traders’  losses  on  foreign  grains)’ — although  the 
II'  I  total  cost  of  all  subsidies^  declined  from  1948  to 
1949. 

While  the  Swiss  farmers  support  the  old  liberal- 
ism  in  most  instances,  they  enjoy  a  special  eco- 
nomic  status.  Government  subsidies  provide  them 
j  with  incomes  larger  than  those  which  they  might 
^  obtain  through  the  natural  workings  of  economic 
^  law.  The  expenditures  the  farm  policy  requires 
has  helped  increase  the  budget  so  much  that  the 
h  Federal  Council  in  1949  recommended  the  grant  to 
the  Federal  government  of  the  right  permanently 
^  to  levy  direct  taxes.  This  proposal  might  shift  from 
the  cantons  to  Berne,  the  capital,  the  balance  of 
power  in  the  political  institutions  which  today 
twister  national  traditions.  The  Federal  govern- 
ment  already  distributes  funds  to  the  cantons  for 
the  support  of  schools.  The  National  Council  ac- 
il  cepted  the  tax  program,  but  the  Council  of  States 
^  rejected  it.  The  proposal  is  expected  to  be  consid- 
:r  ered  again  in  some  new  form. 

While  many  Swiss  recommend  a  return  to  un- 
I  restricted,  non-discriminatory,  multilateral  foreign 
J  2  trading,  Switzerland  has  had  to  negotiate  at  least 
I W  bilateral  trade  and  payments  agreements  with 

1-  I 

”  1 '  ^ — 

5,  j  representing  the  cantons  (18  Conservative  Catholics,  ii  Radical- 
y  I  Democrats,  5  Socialists,  4  Peasants  and  Bourgeois,  2  Liberals, 
j  I  i  Democrats,  and  2  not  affiliated  with  any  group).  Each  of  the 
fj  I  21  cantons  chooses  two  members  of  the  Council  of  States. 

]  Eighteen  cantons  make  their  selections  by  popular  ballot;  four, 
*  j  by  vote  of  the  cantonal  Grand  Councils. 

!  5-  Message  of  the  Federal  Council  to  the  Federal  Assembly 
concerning  the  budget  for  1949,  Berne,  October  22,  1948,  p.  48. 
^  6-  The  reduction  occurred  in  the  extraordinary  subsidies  to 

reduce  the  cost  of  living.  The  total  subsidies  provided  by  the 
^  1948  budget  amounted  to  448,430,000  francs;  by  the  1949 

^  1  budget,  322,5'30,ooo.  All  '  subsidies  amounted  to  64,200,000 
-  francs  in  1928  and  187,620,000  in  1938.  The  290,000,000-franc 
J  iubsidy  in  1948  for  reducing  the  cost  of  living  amounted  to 
i  roughly  16  per  cent  of  the  total  budget. 

'1  *  Max  Petitpierre,  Federal  Councillor  in  charge  of  foreign 


23  nations  during  the  past  four  years  as  a  result 
of  those  nations’  economic  practices.  Of  the  in 
countries  with  which  Switzerland  traded  during 
the  first  three  months  of  1949,  70  operated  schemes 
for  payments  control.®  From  those  70,  which  in¬ 
clude  all  the  nations  of  Europe  except  Portugal, 
Albania  and  the  U.S.S.R.,  Switzerland  in  194S  ob¬ 
tained  half  its  imports,  and  to  them  it  sold  56.5 
per  cent  of  its  exports.  The  great  importance  of 
exports  in  the  Swiss  economy  makes  the  country 
especially  vulnerable  to  the  barter  policies  of  its 
neighbors.  For  example,  in  1946  Switzerland  sold 
abroad  33  per  cent  of  its  manufactures.^  It  must 
export  not  only  to  provide  employment  but  also 
to  obtain  the  foreign  exchange  needed  to  pay  for 
imported  raw  materials  which  its  factories  process 
into  finished  goods,  since  it  has  few  raw  materials 
of  its  own,  and  to  satisfy  its  food  needs,  since  it 
produces  only  about  40  per  cent  of  its  requirements. 

Post-war  bilateralism  has  made  some  degree  of 
planning  inevitable  for  Switzerland.  The  trade 
agreements  set  up  quotas,  and  the  government  has 
occasionally  found  it  necessary  to  control  exports 
through  licensing  in  order  to  meet  the  quotas  and 
to  discourage  the  sale  of  one  kind  of  commodity 
in  favor  of  another.  As  a  result,  despite  the  philo¬ 
sophical  confidence  of  the  Swiss  in  liberalism, 
“commerce  finds  itself  hemmed  in  at  every  turn, 
held  fast  in  bilateral  bonds.’’^”  Moreover,  neighbor¬ 
ing  nations  directly  affect  Switzerland’s  internal 
economy  when  they  refuse  licenses  to  import  Swiss 
goods.  “We  see  time  and  again  that  import  license 
applications  are  rejected,  although  our  pharma¬ 
ceutical  specialities  are  of  paramount  importance,” 
according  to  Dr.  A.  Stoll,  vice  president  of  Sandoz, 
Ltd.,  chemical  works  in  Basle."  Yet  the  prospect 
of  a  Swiss  revolt  against  restrictive  bilateralism  is 
increasing,  even  though  the  government  regards 
bilateral  negotiations  as  a  means  of  defending  Swiss 
foreign  trade  against  the  discriminations  and  quan¬ 
titative  restrictions  to  which  countries  suffering 
difficulties  with  their  balance  of  payments  resort." 

atTairs  (elected  president  for  1950),  to  the  National  Council, 
October  5,  1948.  “Wc  are  convinced  that  return  to  a  multilateral 
payments  system  is  a  necessity  for  Eurojic  and  that  as  long  as 
it  is  not  realized,  European  economy  will  be  unsound,”  he  said. 

8.  Supplement  of  La  Vie  Economiejue,  Geneva,  May  5,  1949, 
p.  16. 

9.  Sec  Andre  Siegfried,  La  Suisse:  Deniocratie-tcrmoin  (Ncu- 
chatel,  a  la  Baconniere,  1948),  for  an  interesting  discussion  of 
the  role  of  foreign  trade  in  the  Swiss  economy. 

10.  I)r.  H.  Homberger,  administrative  director  of  the  Swiss 
Trade  and  Industry  Association,  Switzerland  in  the  International 
Economy  (Zurich,  Trade  and  Industry  Association,  1949), 

11.  Address  to  Board  of  Directors,  54th  annual  meeting, 
April  12,  1949. 

12.  Rapport  du  Conseil  Federal  stir  sa  Gestion  en  1^48  (Berne, 
Federal  Council,  1949),  p.  36. 
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SWITZERLAND:  OASIS  OF  FREE  ENTERPRISE 


MODIFIED  ISOLATIONISM 

To  defend  itself  against  prevailing  world  trends, 
Switzerland  relies  on  a  political  and  economic 
foreign  policy  of  modified  isolationism.  It  has  not 
sought  membership  in  the  United  Nations  for  fear 
that  it  might  be  called  on  to  violate  its  traditional 
neutrality.  It  participated,  however,  in  the  United 
Nations  Conference  on  Trade  and  Employment 
at  Havana,  Cuba,  November  21,  1947  to  March  24, 
1948  and  signed  the  protocol  of  the  Charter  of  the 
International  Trade  Organization  which  that  con¬ 
ference  drafted,  but  made  it  plain  at  the  same  time 
that  it  could  not  adhere  to  the  Charter  without 
adequate  safeguards  against  discrimination  by  soft- 
currency  countries,  on  the  ground  that  the  Char¬ 
ter  would  at  best  endanger  Swiss  economic  equi¬ 
librium*^  and  perhaps  lead  to  “catastrophe.”*** 
Switzerland  associated  itself  with  the  Marshall  Plan 
by  subscribing  to  the  convention  for  European 
economic  cooperation  adopted  in  Paris  on  April  16, 
1948,*^  but  it  decided  not  to  sign  a  bilateral  Mar¬ 
shall  Plan  agreement  with  the  United  States  and, 
in  company  with  Norway  and  Sweden,  declined 
to  sign  the  resolution  of  the  Office  of  European 
Economic  Cooperation  .establishing  a  committee  to 
study  proposals  for  the  creation  of  a  European 
customs  union.  Alone  among  the  OEEC  members 
Switzerland  has  neither  sought  nor  accepted  Mar¬ 
shall  Plan  help. 

In  its  self-elected  detachment,  Switzerland  keeps 
itself  separated  from  the  policies  of  the  great  blocs 
in  contemporary  world  rivalries,  being  aligned 
neither  with  the  United  States  nor  the  Soviet 
Union.  Yet  with  both  great  powers  its  trade  has 
risen  to  unprecedented  levels  since  the  end  of  the 
war.  The  Workers’  (Communist)  party  (49,000 
votes  in  the  1947  elections)  has  urged  the  Swiss  to 
sever  their  slight  connection  with  the  Marshall  / 
Plan,  and  the  Socialists  have  recommended**^  the 
adoption  of  a  foreign  policy  which  frankly  sup¬ 
ports  the  United  States  in  the  political  conflict  with 
the  Soviet  Union;  but  the  policy  of  aloofness  has 
not  changed. 

REASONS  FOR  POLICY 

A  visitor  to  Switzerland  soon  comes  to  wonder 
whether  by  full  participation  in  the  UN  and  Mar- 

13.  Ibid. 

1.4.  Walter  Stuck!,  Swiss  representative,  quoted  in  press  re¬ 
lease  110/0.3/35,  January  5,  1948,  United  Nations  Conference 
on  Trade  and  Employment,  Committee  III  (B)  24th  Meeting 
(i2th  of  R). 

15.  Approved  by  Swiss  Federal  Assembly  on  October  7,  1948, 
and  ratification  deposited  in  Paris  on  November  26,  1948. 

16.  National  Councilman  Dr.  Hans  Opprecht,  Socialist  of 
Zurich,  to  the  National  Council,  March  24,  1949. 


shall  Plan,  Switzerland  could  not  more  swiftly 
modify  the  trend  toward  bilateralism  and  national 
planning,  sometimes  intensifying  national  cco- 
nomic  rivalries,  that  endangers  Swiss  liberalism. 

To  the  suggestion  that  Swiss  foreign  policy  may  be 
mistaken,  many  Swiss  reply  that  full  participation  ?* 
might  force  their  government  to  sacrifice  its  liberal  *5 
policies  altogether  and  plague  Switzerland  with  ^1 
the  financial  and  payments  difficulties  now  com-  ^ 
mon  to  other  European  nations.  “A  state  whose 
economy  and  finances  are  in  order  is  a  better  part-  ^ 
ner  than  a  state  whose  economy  is  anemic  and  ^ 
whose  finances  are  damaged,”  President  Max  ^ 
Petitpierre,  then  Federal  Councillor  in  charge  of 
foreign  affairs,  told  the  Federal  Assembly  in  de-  “ 
fending  Swiss  foreign  policy.*^  Many  of  M.  Petit- 
pierre’s  compatriots  hold,  moreover,  that  for  Swit- 
zerland  the  Marshall  Plan  presents  more  disadvan-  " 
tages  than  advantages.  In  conversation  and  in  the  ® 
press  the  Swiss  contend  that  the  Plan  can  encour-  3 
age  exaggerated  investments  in  recipient  countries, 
thus  creating  overproduction  which  might  endan-  " 
ger  traditional  outlets  for  existing  Swiss  industries  ** 
manufacturing  the  same  products.  Marshall  aid  ^ 
recipients  discriminate  in  their  trade  against  “non-  * 
essentials,”  which  make  up  half  the  Swiss  exports;  P 
and  countries  receiving  aid  are  now  in  a  position  ^ 
to  obtain  from  other  sources  goods  which  they 
normally  purchased  in  Switzerland.  So  the  Plan  ' 
might  reduce  the  flow  of  Switzerland’s  traditional  ^ 
exports  and  thus  its  purchasing  power  abroad.  ^ 
Switzerland,  however,  has  been  unable  to  counter  ^ 
those  tendencies  by  its  present  policy. 

POST-WAR  PROSPERITY  , 

Economic  stability  holds  the  key  to  survival  t 
of  the  national  traditions  that  shape  Swiss  policy.  \ 
Switzerland  has  been  the  most  prosperous  country  [ 
in  Europe  during  the  post-war  period,  and  the  i 
good  times  have  convinced  the  Swiss  that  their  1 1 
home  and  foreign  policies  are  sound.  Except  for  high  j 
losses  from  exports  to  Germany  in  1940-45,  the  Swiss  1 1 
during  the  war  maintained  substantially  the  peace-  |  ( 
time  structure  of  their  export  trade  and  insisted, 
generally  with  success,  on  the  principle  of  ec|uivalent  j 
returns  from  abroad  for  Swiss  export  deliveries,  | 
with  the  result  that  coal,  iron  and  other  necessary 
raw  materials  continued  to  enter  Switzerland.**  \ . 
Thus  the  return  of  peace  found  the  Swiss  ready  E 
to  trade  as  they  had  before  the  war,  without  cur- 
rency  restrictions,  although  internally  foodstuffs 
and  some  luxuries  were  rationed.  While  raw  ma-  ^ 

1 7.  Petitpierre,  cited. 

18.  Swiss  Trade  and  Industry  Association,  Switzerland’s  Com-  i 
mercial  Policy  During  the  \Var  (Zurich,  Trade  and  Industr)'  | 
Association,  1946),  pp.  21-22. 
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xrials  were  scarce,  Swiss  industry  produced  more 
goods  in  1945  than  it  had  in  1938.  Swiss  exports 
valued  in  1938  at  1,297,000,000  francs  increased  in 
1945  to  1,437,000,000  and  in  1948  to  3,434,000,000.*^ 

The  country  showed  many  other  signs  of  pros¬ 
perity  after  the  war.  Banknotes  in  circulation  by 
1948  amounted  to  4,594,000,000  francs,  exceeding 
by  211,000,000  the  circulation  at  the  end  of  1947. 
A  sign  of  stability,  the  gold  value  of  the  franc 
has  remained  unchanged  since  1936,  when  Switzer¬ 
land  devalued  the  franc  and  fixed  its  gold  content 
between  190  and  215  milligrams.  Actually  the  Swiss 
National  Bank  was  pledged  to  keep  the  franc  at  a 
new  value  corresponding  to  devaluation  of  30  per 
cent.  This  gives  a  technical  rate  of  4.37  francs  to 
die  United  States  dollar.  Currently  the  rate  is 
abut  4.30  to  the  dollar.^®  Whereas  65,000  men  and 
women  were  looking  for  work  in  1938,  there  were 
only  8,100  unemployed  on  the  average  in  1945  and 
3,500  in  1948.^*  The  number  of  workers  in  indus¬ 
trial  enterprises  in  1948  exceeded  the  number  in 
1938  by  30.2  per  cent.  Residential  building  in  1948 
set  a  record,  with  the  construction  of  22,005  units, 
compared  with  the  previous  high  of  19,138  in 
1932.^^  The  wholesale  price  index  for  domestic 
products,  100  in  1939,  was  174.5  in  1945  and  193  in 
December  1948.^^  An  agreement  which  trade 
unions  made  with  employers  in  1947  to  stabilize 
wages  kept  the  price  index  from  mounting.^'* 
Prices,  however,  have  risen  faster  than  wages — cre¬ 
ating  conditions  favorable  to  inflation. 

CHANGES  IN  PRODUCTION 

While  the  intensity  of  Swiss  economic  activity 
was  increasing,  the  nature  of  its  industrial  produc¬ 
tion  and  the  geographic  distribution  of  its  trade 
was  changing  from  the  pattern  of  the  pre-war 
period.  The  manufacture  of  machinery  and  chem¬ 
icals  had  replaced  textiles  and  watches  as  Switzer¬ 
land’s  chief  industries.  Not  only  have  policies  of 

19.  Dircctor-Gener.'il  of  Federal  Customs,  Statistique  Annuelle 
h  Commerce  Exferieiir  de  la  Suisse  1948  (Berne,  Dircctor- 
(Jcncral  of  Federal  Customs,  1949),  p.  264. 

20.  Swiss  National  Bank,  Bulletin  Mensiiel,  Zurich,  March 
'949.  p.  90. 

21.  La  Vie  Economique,  cited,  p.  31. 

22.  Ihid.,  p.i^. 

23.  lhid.,p.  14. 

24.  Budget  message  for  1949,  cited,  p.  21.  A  latent  inflationary 
influence  in  Switzerland  is  the  size  of  the  public  debt,  which 
for  the  Confederation  increased  from  2,750,000,000  francs  in 
'938  to  11,490,000,000  francs  in  1946,  as  a  result  of  heavy 
charges  incurred  by  the  Swiss  government  during  the  war  in 
heeping  its  military  establishment  on  a  wartime  basis.  The 
total  national  debt,  including  the  debts  of  the  cantons, 
loiountcd  to  19,000,000.000  francs  in  1946.  Department  of 
State,  “The  European  Recovery  Program,  Country  Studies, 
f^apter  XIV — Switzerland”  (Washington,  Department  of  State, 
mimeographed,  1947),  p.  4. 


protection  and  planning  abroad  prevented  expan¬ 
sion  of  the  foreign  market,  and  therefore  the  do¬ 
mestic  production,  of  textiles,  but  restrictions 
abroad  on  the  export  of  nylon  thread  into  Switzer¬ 
land  has  damaged  one  portion  of  the  Swiss  hosiery 
market  to  the  benefit  of  non-Swiss  manufacturers. 
The  machine-industry  productivity  index  rose  from 
100  in  1938  to  152  in  1948.^’  In  the  chemical  indus¬ 
try  the  index  rose  from  100  in  1938  to  176  in  1948.^*^ 
Clocks  and  watches  have  maintained  their  impor¬ 
tance  in  Swiss  production  and  export  more  success¬ 
fully  than  textiles.  The  importance  of  farm  prod¬ 
ucts,  especially  cheese,  in  Swiss  foreign  trade  is 
steadily  declining.  The  United  States  now  buys 
less  than  a  third  of  the  quantity  of  Swiss  cheese  it 
bought  before  the  war.^’ 

CHARACTER  OF  FOREIGN  TRADE 

However,  the  United  States  and  the  Soviet 
Union  have  become  far  more  important  suppliers 
and  purchasers  of  Swiss  imports  and  exports  than 
they  were  ten  years  ago.  In  1938  the  United  States 
accounted  for  8  per  cent  of  Switzerland’s  imports 
and  took  7  per  cent  of  Switzerland’s  exports.  In 
1948  the  respective  percentages  rose  to  19  and  13.^* 
America  has  become  a  better  market  than  it  used 
to  be  for  Swiss  paper  products,  cotton  goods,  em¬ 
broideries,  artificial  textile  fibers,  bolts  of  gauze, 
machinery,  aniline  colors,  and  watches  and  clocks 
(increased  in  number  exported  to  U.S.  from  2,534,- 
000  in  1938  to  8^210,000  in  1948;  in  value,  from 
38,900,000  francs  in  1938  to  267,100,000  in  1948).^^ 
Swiss  exports  to  the  Soviet  Union  more  than 
tripled  in  weight  and  value  from  1938  to  1948,  from 
990  to  4,910  tons,  and  from  10,000,000  to  32,900,000 
francs;  but  those  exports  are  a  trifle  compared  with 
sales  to  the  United  States.  Switzerland  and  the 
U.S.S.R.  resumed  diplomatic  relations  on  March  20, 
1946,  after  a  hiatus  of  22  years.  In  the  war  decade 
Swiss  imports  from  the  Soviet  Union  fell  from 
29,000,000  francs  to  21,300,000.^“  By  pre-war  stand¬ 
ards,  commerce  with  Western  Europe  has  fallen 
in  comparative  importance  to  Switzerland,  but  not 
in  value.  Europe  (excluding  the  U.S.S.R.)  was  the 
destination  and  source  of  about  three-fourths  of 
Swiss  exports  and  imports  in  the  1930’s.  Now  it 
accounts  for  a  little  over  half  of  Swiss  com¬ 
merce.^*  Yet  since  the  buyers  and  sellers  of  that 

25.  La  Vie  Economique,  cited,  p.  28. 

26.  Ibid. 

27.  Director-General  of  Federal  Customs,  Rapport  Annuel  1948 
(Berne,  Director-General  of  Federal  Customs,  1949),  p.  86. 

28.  Ibid.,  p.  4. 

29.  Ibid.,  p.  86. 

30.  //);</.,  p.  41. 

31.  Ibid.,  p.  4. 
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half  regulate  and  restrict  foreign  commerce  for  the 
paramount  purpose  of  accumulating  foreign  ex¬ 
change,  Western  European  economic  policies  re¬ 
main  a  major  threat  to  Swiss  hopes  for  the  survival 
of  liberalism  and  the  revival  of  multilateral  trad¬ 
ing.  The  value  of  Swiss  exports  to  Western  Europe 
more  than  doubled  in  the  decade. 

The  Swiss  achieved  their  level  of  post-war  pros¬ 
perity  without  having  to  balance  imports  and  ex¬ 
ports.  As  before  World  War  II,  they  buy  more 
goods  than  they  sell.  Like  the  Marshall  Plan  re¬ 
cipients  which  take  help  from  the  United  States, 
they  had  an  adverse  trade  balance  here  of  498,300,- 
000  francs,  or  more  than  $100,000,000.^^  World¬ 
wide,  the  adverse  balance  in  1948  totaled  1,554,- 
000,000  francs.^^  Switzerland  offsets  this  lag  by 
tourism,  transit  traffic  on  the  Rhine  and  the  Swiss 
railroads  (including  re-export  commerce  from  the 
West  to  Soviet  Europe),  foreign  insurance  and  re¬ 
insurance,  the  merchant  marine  (based  on  Italian 
ports)  and  overseas  investments.  Limits  placed  by 
planned  economy  countries  on  the  amount  of  cur¬ 
rency  nationals  may  take  abroad  have  reduced  the 
number  of  tourists  visiting  Switzerland  from  other 
European  states.  British  travel  to  Switzerland  has 
twice  been  totally  suspended  for  brief  periods. 
The  number  of  tourists  from  the  United  States, 
however,  increased  slightly  from  1938  to  1948.  The 
total  number  of  foreign  tourists  was  1,426,326  in 
1938  and  1,692,718  in  1948. 

While  many  of  Switzerland’s  neighbors  liquidated 
a  large  portion  of  their  investments  in  the  United 
States  between  1940  and  1948  in  order  to  finance 
the  conduct  of  the  war,  Switzerland  was  able  to 
keep  its  American  investments  (Nestle’s  chocolate, 
etc.)  almost  intact.  The  Treasury  Department 
froze  Swiss  assets  here  from  June  14,  1941  until 
November  29,  1946.  Since  1946  Switzerland  has 
increased  its  investments  in  the  United  States, 
which  is  now  “the  most  important  economic  area” 
for  the  Swiss.^^  The  interest  in  America  is  af¬ 
fecting  the  trade  relationships  of  Swiss  firms  with 
one  another.  Having  appropriated  funds  in  1948 
to  erect  a  building  in  New  York  City  for  prepar¬ 
ing  pharmaceutical  specialties,  the  Sandoz  Chemi¬ 
cal  Company  terminated  its  dyestuffs  cartel  agree¬ 
ment  (“interest  community  contract”)  with  two 
other  Basle  chemical  works,  Ciba,  Ltd.,  and  J.  R. 
Geigy.  Ltd.,  so  far  as  the  American  market  is  con- 

32.  //’/(/.,  p.  84. 

33.  Statistique  AnnueUe,  cited,  p.  264. 

34.  A.  Stoll,  address  to  the  Board  of  Directors,  cited.  Swiss 
dollar  holdings  in  the  United  States,  official  and  private,  totaled 
$397,000,000  at  the  end  of  April  1947,  compared  with  $218,- 
000,000  in  December  1938.  Department  of  State,  “Country 
Studies,”  cited,  p.  5. 


cerned.^’  This  action  brings  Sandoz  within  the 
bounds  of  the  United  States  anti-trust  laws. 

The  Swiss  are  investing  also  in  Western  Europe  j 
in  order  to  maintain  their  markets  there  despite  the 
hurdles  of  quotas  and  tariffs.  To  anticipate  pos¬ 
sible  French  import  restrictions,  Sandoz  intends  to 
build  new  plants  for  pharmaceuticals  and  chemi¬ 
cals  in  France.^^’  Contrary  to  the  continent-wide 
trend,  France  increased  its  percentage  share  in  the 
Swiss  export  market  between  1938  and  1948.  In  the 
latter  year  it  bought  399,400,000  Swiss  francs’  worth 
of  Swiss  goods,  compared  with  121,400,000  ten. 
years  earlier.*^ 

POST-WAR  FOREIGN  POLICY 

Switzerland’s  post-war  foreign  policy  became 
fixed  during  the  period  of  high  prosperity.  Indeed 
the  prosperity  affected  the  nature  of  policy  in  so  far 
as  prosperity  saved  Switzerland  from  dependence 
on  economic  help  from  abroad.  Such  help  might 
have  forced  the  country  to  modify  its  principle  of 
neutrality. 

PERMANENT  NEUTRALITY 

The  concept  of  neutrality  which  the  Swiss  have  ' 
nurtured  since  1815  has  proved  its  value  on 
three  occasions  by  enabling  the  Swiss  to  avoid  in¬ 
volvement  in  the  Franco-Prussian  War  of  1870 
and  the  world  wars  of  1914-1918  and  1939-1945. 
Neutrality  for  the  Swiss  is  regarded  as  a  perma¬ 
nent  condition,  in  time  of  peace  as  well  as 
in  time  of  war,  particularly  “in  times  like  those 
today,  when  there  is  not  war  and  there  is  no 
peace.”^®  According  to  President  Petitpierre  when 
he  was  still  Federal  Councillor,  “Our  neutrality 
permanently  limits  our  possibilities  of  political  ac¬ 
tion  in  periods  of  peace.  It  proscribes  every  act 
that  might  lead  our  country  to  war.  Switzerland 
cannot  take  part  in  any  alliance.  It  must  stand  aside 
from  all  political  blocs  andjikewise  from  every 
organization  where  the  rights  attached  to  neutral¬ 
ity  will  not  be  scrupulously  respected.”^^ 

This  definition  bars  Switzerland  from  signing  ; 
the  North  Atlantic  pact  or  participating  in  the  j 
series  of  mutual  defense  treaties  negotiated  by  the  1 
Soviet  Union  not  only  with  its  neighbors  but  with 
Britain  and  France.  The  Swiss  have  interpreted 
their  neutrality  as  a  barrier  also  to  participation  in  ; 
the  Council  of  Europe.  The  Swiss  tendency  to 
march  alone  is  modified,  however,  by  willingness  i 

35.  Ibid.  1 

36.  Ibid. 

37.  Director-General  of  Federal  Customs,  Rapport,  cited,  p.  I4- 

38.  Petitpierre  to  the  Federal  Assembly,  October  5,  1948,  cited. 
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to  take  part  in  humanitarian,  economic  and  j  udicial 
organizations  calculated  to  improve  the  situation 
of  all  nations  without  danger  of  war.  Accordingly, 
Switzerland  has  joined  the  United  Nations  Educa¬ 
tional,  Scientific  and  Cultural  Organization,  the 
International  Refugee  Organization,  the  United 
Nations  Food  and  Agriculture  Organization,  the 
International  Court  of  Justice,  the  International 
Civil  Aviation  Organization,  the  World  Health 
Organization,  the  International  Labor  Organiza¬ 
tion,  the  Telecommunications  Union,  the  Interna¬ 
tional  Postal  Union,  the  International  Refugee  Or¬ 
ganization  and  the  International  Children’s  Emer¬ 
gency  Fund.  It  belongs  to  the  Narcotics  Commis¬ 
sion  of  the  United  Nations  and  takes  part  in  the 
deliberations  of  the  Economic  Commission  for 
?  Europe  with  what  might  be  called  consultative 
rights,  although  it  is  not  a  member  of  the  Com¬ 
mission.  Switzerland  has  stayed  out  of  the  United 
!  Nations  because  that  organization’s  members  have 
not  indicated  their  willingness  to  give  Switzerland 
the  special  status  which  the  League  of  Nations  ac- 
ct'rded  it  by  the  igzo  Declaration  of  London.'^^ 

SWl SS- A  M ER I C A N  CO N'TROVERSl  ES 

The  policy  Switzerland  derives  from  its  national 
traditions  has  disturbed  Swiss  relations  with  the 
United  States  since  World  War  II.  The  Swiss- 
Amtrican  controversies  have  been  aggravated  by 
the  degree  of  freedom  from  official  regulation 
which  financiers  and  entrepreneurs  enjoy  in  lib¬ 
eral  Switzerland  —  so  unusual  that  nationals  of 
many  countries  deposit  their  assets  there  and  non- 
Swiss  industrialists  have  been  known  to  erect  a 
facade  of  Swiss  ownership  to  mask  aspects  of  their 
enterprises.  One  source  of  Switzerland’s  attractions 
for  non-Swiss  capital  and  non-Swiss  capitalists  is 
the  series  of  Swiss  secrecy  laws  respecting  financial 
operations.  In  this  series  is  a  law,  most  recently 
renewed  on  November  8,  1934,  guaranteeing 
secrecy  concerning  bank  accounts.  A  depositor  may 
I  keep  his  account  by  number  instead  of  by  name, 
and  criminal  penalties  face  the  banker  who  vio¬ 
lates  the  secrecy  law  by  identifying  the  person  or 
company  represented  by  the  number.  The  Swiss 
government  invoked  the  secrecy  laws  in  October 
1949  to  jail  three  officers  of  the  Netherlands 
Finance  Ministry  who  had  been  questioning  a 
Dutch  national  in  Switzerland  about  his  taxes, 
i  which  were  then  the  subject  of  a  suit  in  Holland."*' 

40.  Edgar  Bonjour,  Swiss  Neutrality,  Its  History  and  Meaning 
(London,  George  Allen  and  Unwin,  1948),  pp.  111-112.  Also 
The  Times  (London),  July  10,  1946;  September  24,  1946. 

41.  Dispatch  No.  455,  United  States  Legation,  Berne,  October 
20,  1949.  See  record  in  Interhandel  v.  McGrath,  Civil  Action 
No.  4360-48,  U.S.  District  Court  for  the  District  of  Columbia. 


Swiss  officials  explained  their  action  on  the  ground 
that  the  Dutchmen  had  not  asked  permission  from 
the  Swiss  government  to  question  their  country¬ 
man,  although  it  is  not  certain  that  permission 
would  have  been  granted  for  the  asking. 

In  carrying  out  its  post-war  program  for  dis¬ 
covering  German  assets  deposited  outside  Germany 
before  and  during  the  war,  the  United  States  gov¬ 
ernment  in  1945  requested  Switzerland  to  repeal 
or  suspend  the  bank  secrecy  law  in  order  to  reveal 
German  properties  there."*’  The  Swiss  declined, 
but  agreed  to  take  a  confidential  census  of  Ger¬ 
man  assets  in  Switzerland.  The  uncovering  by  the 
census  of  extensive  Nazi  holdings  in  Switzerland 
led  to  the  Washington  accord  of  May  25,  1946  be¬ 
tween  Switzerland  on  the  one  hand  and  the 
United  States,  Britain  and  France  on  the  other  (as 
agents  for  the  Inter-Allied  Reparations  Agency). 
In  the  accord,  approved  by  the  Swiss  Federal  As¬ 
sembly  on  June  27,  1945,  Switzerland  agreed  to 
pay  as  a  contribution  to  European  reconstruction 
250,000,000  francs  in  gold,  provided  the  Allies  de¬ 
sisted  from  their  claims  on  gold  that  the  Swiss 
National  Bank  had  acquired  as  payment  for  debts 
from  the  Germans  during  the  war.  Switzerland 
agreed  also  to  liquidate  German  interests  and  prop¬ 
erty  in  Switzerland,  with  half  the  proceeds  of  the 
liquidation  going  to  the  Allies  and  the  other  half 
to  the  Swiss."*^  Except  for  the  gold  provisions  and 
partial  liquidation  of  the  assets  of  Germans  living 
in  Switzerland,  the  three-year-old  agreement  ha.s 
not  been  carried  out,  mainly,  it  is  reported,  because 
“the  rates  of  exchange  for  the  conversion  of  the 
Swiss  francs  into  German  currency  has  not  been 
determined.”"*"*  The  rate  of  exchange  is  important 
because  the  accord  calls  for  compensation  of  the 
German  owners  of  the  assets  to  be  liquidated. 
Originally  the  United  States  asked  Switzerland  to 
confiscate  the  German  property,  but  Switzerland 
refused  on  the  ground  that  confiscation  would  vio¬ 
late  the  rights  of  private  property  and  private  in¬ 
vestment  abroad  and  Swiss  law  protecting  private 
property.  Switzerland  considered  Washington’s 

42.  William  L.  Clayton,  Assistant  Secretary  of  State,  in 
Hearings  Before  a  Subcommittee  of  the  Committee  on  Military 
ylffairs.  United  States  Senate,  June  25,  1945,  Part  2,  p.  52. 
This  subcommittee  was  known  as  the  “Kilgore  Committee”  to 
investigate  ways  and  means  for  “elimination  of  German  re¬ 
sources  for  war,” 

43.  For  text,  see  Department  of  State  press  release  No.  422, 
June  17,  1946. 

44.  Report  of  the  Federal  Council  to  the  Federal  Assembly  on 
executing  the  agreement  concluded  at  Washington  May  25, 
1946.  (Berne,  The  Federal  Council,  April  13,  1949).  The  diffi¬ 
culties  in  finding  a  satisfactory  rate  of  exchange  were  antici¬ 
pated  by  the  Swiss  Federal  Assembly  concerning  approval  of 
the  agreement  concluded  at  Washington  (Berne,  the  Federal 
Council,  June  14,  1946).  Department  of  State,  Bulletin,  Vol.  XX, 
No.  521  (June  26,  1949),  p.  819. 
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request  a  violation  of  the  rights  of  neutrals.  It  has 
turned  down  a  recommendation  by  the  United 
States  that  liquidation  take  place  at  the  rate  of  ex¬ 
change  which  existed  between  Swiss  francs  and 
German  marks  during  the  period  of  Nazi  rule. 
The  Swiss  government  requested  arbitration  of 
the  rate  of  exchange,  but  the  interested  govern¬ 
ments  decided  to  resolve  the  difficulty  by  means 
of  a  conference.  Accordingly,  representatives  of 
Switzerland  and  the  Inter-Allied  Reparations 
Agency  met  in  Washington  on  May  lo,  1949,  but 
the  meeting  recessed  on  June  9  without  agreement. 
However,  all  governments  concerned  expect  to 
meet  again  for  further  consideration  of  the  prob¬ 
lems  arising  out  of  the  accord. 

Another  Swiss-American  controversy  is  compli¬ 
cated  by  the  fact  that  the  restrictions  imposed 
on  American  investigators  by  the  Swiss  secrecy 
laws  have  prevented  United  States  officials  from 
trying  to  determine  the  true  ownership  of  many 
ostensibly  Swiss  assets  in  this  country  which  are 
suspect  as  German.  In  1942  the  Alien  Property 
Custodian  in  Washington  seized  over  90  per  cent 
of  the  stock  of  the  General  Aniline  and  Film  Cor¬ 
poration,  a  Delaware  corporation,  on  the  ground 
that  it  belonged  to  I.G.  Farben,  the  German  chemi¬ 
cal  trust,  although  formally  its  ownership  was 
listed  to  Internationale  Gesellschaft  fiir  Chemische 
Unternehmungen,  A.G.  (I.G.  Chemie),  of  Basle, 
Switzerland.  The  Swiss  government  in  1945  pro¬ 
visionally  blocked  the  account  of  I.G.  Chemie  (in 
accordance  with  a  Federal  decree  promulgated  on 
February  16  of  that  year),  investigated  the  title 
and  reported  that  the  suspicion  of  I.G.  Farben 
ownership  was  unfounded.  Disagreeing,  the  Alien 
Property  Custodian  retained  its  control  over  Gen¬ 
eral  Aniline  and  Film.  The  United  States,  in  com¬ 
pany  with  its  allies,  pursued  at  the  same  time  in 
other  regions  its  policy  of  dissolving  I.G.  Farben, 
which  was  nominally  broken  up  in  Germany,  at 
least,  by  actions  taken  under  Law  56  of  the  Allied 
Control  Council,  enacted  on  February  12,  1947. 
Maintaining  its  contention  that  I.G.  Chemie  was 
independent  of  I.G.  Farben,  the  Swiss  firm,  now 
named  Interhandel,  as  the  successor  to  I.G.  Chemie, 
on  October  21,  1948,  filed  suit  in  Federal  District 
Court,  District  of  Columbia,  against  the  United 
States  for  return  of  the  2,500,000  shares  of  General 
Aniline  and  Film  stock  that  the  Alien  Property 
Custodian  had  vested.  As  the  suit  has  progressed 
in  the  courts,  the  United  States  has  insisted,  i  '. 
answer  to  Interhandel,  on  the  truth  of  what  the 
Treasury  Department  told  the  United  States  Con¬ 
gress  in  1945 — that  the  dominant  stockholder  in 
I.G.  Chemie,  the  private  bank  of  H.  Sturzeneggcr 


et  Cie.,  “acts  as  general  trustee  and  banker  for  I.G. 
Farben’s  foreign  interests,  concentrated  mainly  in 
I.G.  Chemie,  and  has  been  used  to  organize  other  : 
I.G.  holding  companies  and  to  act  as  intermediary 
for  fictitious  transfers  of  stock  between  various 
I.G.  Farben  subsidiaries.”'*^  Although  the  United 
States  and  the  other  Allied  powers  understand  the 
Washington  accord  to  relate  only  to  assets  physi¬ 
cally  located  in  Switzerland,  the  Swiss  Authority 
of  Review  —  a  Swiss  tribunal,  referred  to  in  the 
accord — has  ruled  that  Interhandel  in  Switzerland, 
and  therefore  General  Aniline  in  the  United  States, 
are  not  German-controlled.  On  the  basis  of  this 
ruling  the  Swiss  government  has  demanded  that 
the  Department  of  Justice  return  to  Interhandel 
the  vested  stock  of  General  Aniline. 

The  Swiss  decision  not  to  sign  the  charter  of 
the  International  Trade  Organization,  which  was  ; 
negotiated  at  the  instance  of  the  United  States,  re¬ 
flects  Swiss  impatience  w'ith  restraints  which  inter¬ 
national  agreement  sometimes  imposes  on  a  coun-  ! 
try’s  freedom  to  follow  the  commercial  policy 
best  suited  to  its  interests.  Switzerland  sent  a 
delegate,  Walter  Stucki,  to  the  Havana  conference  j 
of  the  ITO.  “Switzerland  accepts  without  restric¬ 
tion  the  goals  fixed  by  the  Charter,”  Dr.  Stucki 
told  the  conference  on  November  28.“*^  Neverthe¬ 
less,  he  and  the  Federal  Council  concluded  that 
the  powers  granted  by  the  Charter  to  other  gov¬ 
ernments  to  influence  Swiss  commerce  were  ex¬ 
cessive,  especially  since  Article  21  of  the  Charter 
provided  that  “any  member,  in  order  to  safeguard 
its  financial  position  and  balance  of  payments,  may 
restrict  the  quantity  or  value  of  merchandise  per¬ 
mitted  to  be  imported.”'*^ 

In  its  present  situation  Switzerland  could  not 
invoke  Article  21,  because  it  is  not  suffering 
balance-of-payments  difficulties.  Yet  Switzerland 
was  the  victim  of  trade  restrictions,  even  on  the 
part  of  the  United  States,  which  limited  Swiss 
trade  with  the  American  zone  of  occupation  in 
Germany.  It  also  persuaded  Berne  to  sign  on 
April  22,  1946  an  agreement  to  limit  its  watch  ex¬ 
ports  to  America  “so  that  the  volume  of  watches 
and  watch  movements  reaching  the  United  States 
shall  not  be  such  as  to  interfere  with  the  ready 

45.  Orvis  A.  Schmidt,  Director  of  Foreign  Funds  Control, 

Treasury  Department,  in  Hearings  (before  “Kilgore  Commit¬ 
tee”),  cited.  Part  5,  p.  646.  The  bare  bones  of  the  position  of 
Interhandel  and  the  United  States  government  in  the  case  are 
set  forth  in  the  complaint  and  answers  in  Civil  Action  No. 
4360-48,  U.S.  District  Court  for  the  District  of  Columbia,  cited.  j 

46.  Address  released  by  Departement  Politique  Federal,  Federal  I 

Assembly,  Berne.  | 

47.  Havana  Charter  for  an  International  Trade  Organization,  j 
Department  of  State,  Publication  3206  (Washington,  Ciovern- 
ment  Printing  Office,  1948),  p.  53. 
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marketing  in  the  United  States  of  the  products  of 
the  American  watch  industry.”"*®  While  concern 
for  liberalism  is  embedded  in  the  Swiss  constitu¬ 
tional  anti-protectionist  provision  stating  that  the 
country  shall  enact  tariffs  for  revenue  only,  the 
Confederation  for  8o  years  has  followed  the  policy 
of  invoking  reprisals  in  foreign  trading."*^  To  pro¬ 
tect  his  country  from  invocation  of  Article  21  by 
another  nation,  Minister  Stucki  proposed  that 
Switzerland  obtain  special  status  by  the  addition 
to  the  Charter  of  the  following  article:  “A  mem¬ 
ber,  unable  to  invoke  the  provisions  of  Article  21 
and  finding  that  its  economic  stability,  particularly 
in  the  fields  of  agriculture  and  employment,  is  be¬ 
ing  seriously  impaired  or  gravely  threatened,  may 
take  such  steps  as  are  necessary  for  safeguarding 
its  vital  interests.”^®  The  Havana  conference  did 
not  accept  the  addition.  But  it  recognized  the 
special  position  of  Switzerland  by  recommending 
that  the  Interim  Commission  of  ITO  seek  an  ac¬ 
ceptable  compromise  formula,  which  has  not  yet 
been  found. 

SWITZERLAND  AND  THE  MARSHALL  PLAN 

The  loyalty  of  the  Swiss  to  national  traditions 
created  a  dilemma  for  Switzerland  (and  for  the 
remainder  of  the  Western  world)  when  Secretary 
of  State  George  C.  Marshall  on  June  5,  1947  recom¬ 
mended  that  the  European  nations  cooperate,  with 
American  “friendly  aid  and  .  .  .  support,”  for  their 
recovery.  The  Confederation  wanted  simultane¬ 
ously  to  promote  the  revival  of  European  solidar¬ 
ity  and  to  preserve  Swiss  sovereignty.  It  wanted  at 
one  and  the  same  time  both  to  avoid  compromising 
its  neutrality  politically  and  to  bolster  the  West 
economically.  The  concurrent  existence  of  those 
contradictory  interests  led  to  the  emergence  of  a 
special  status  for  Switzerland  within  the  European 
Recovery  Program,  as  the  concern  for  sovereignty 
and  neutrality  gradually  outdistanced  the  interest 
in  solidarity.  Long  before  Secretary  Marshall  made 
his  celebrated  proposal,  Switzerland  was  manifest¬ 
ing  the  desire  to  restore  the  economies  of  its 
neighbors  which,  after  a  financially  exhausting 
war,  lacked  the  foreign  exchange  and  the  export 
goods  necessary  to  pay  for  imports.  Through  bi- 

48.  Department  of  State  press  release  No.  270,  April  22,  1946. 
49-  “Switzerland  was  a  free-trading  nation  long  before  Euro¬ 
pean  free  trade  became  a  program  of  economic  theory  and 
policy.  The  history  of  Swiss  foreign  economic  policy  actually 
appears  to  be  the  history  of  an  economic  policy  fight  against 
mercantilism  and  protectionism  of  other  countries.”  Schweizer- 
isches  Institut  fiir  Aussenwirtschaft  und  Marktforschung  an 
der  Handels  Hochschulc  St.  Gallen,  Die  Schweiz  ah  Kleinstaai 
in  der  Weltwirtschajt  (St.  Gallen,  Verlag  der  Fehr’Sehen  Buch- 
handlung,  1945),  Chap.  2. 

50.  United  Nations  Conference  on  Trade  and  Employment 
press  release  ITO/C.3/35,  January  5,  1948,  cited. 


lateral  commercial  and  payments  agreements 
Switzerland  extended  credits  so  that  other  Western 
European  nations  might  obtain  on  a  business  basis 
the  goods  which  they  needed  for  their  reconstruc¬ 
tion.  Switzerland,  moreover,  immediately  after 
the  cessation  of  World  War  II  hostilities,  contrib¬ 
uted  relief  funds  to  the  civil  populations  of  coun¬ 
tries  hit  by  the  war.  Before  the  Federal  Council 
halted  the  credit  policy  in  1948,  Switzerland  had 
loaned  and  given  abroad  2,500,000,000  francs’* 
(532  per  Swiss  inhabitant,  about  twice  the  amount 
per  American  of  the  Marshall  Plan  grants  to  date). 

In  that  mood,  Switzerland  welcomed  Secretary 
Marshall’s  proposal,  although  the  Swiss  from  the 
start  did  not  expect  to  receive  dollar  help.  At 
the  outset  the  Federal  government  rejected  sug¬ 
gestions  that  participation  in  the  Marshall  Plan 
would  jeopardize  neutrality.  After  the  Soviet  Min¬ 
ister  in  Berne  had  explained  to  Federal  Councillor 
Petitpierre  why  his  government  was  refusing  to 
associate  itself  with  the  Plan,  M.  Petitpierre  in¬ 
formed  the  British  and  French  governments  that 
“Switzerland  has  always  held  that  its  status  of 
perpetual  neutrality  is  not  an  obstacle  to  the  per 
formance  of  the  peaceful  duties  which  international 
solidarity  requires  of  it.”’^  Accordingly,  Swiss  dele¬ 
gates  joined  without  reservation  those  from  other 
nations  of  Western  Europe  in  the  conference 
which  opened  at  Paris  on  July  12,  1947  to  consider 
means  for  putting  the  Marshall  proposal  into 
effect.  When  Switzerland,  however,  took  part  in 
the  Paris  conference  of  March  15,  1948,  which 
produced  the  convention  for  European  economic 
cooperation  and  created  the  Organization  for_Eu- 
ropean  Economic  Cooperation,  the  Swiss  delegate, 
considering  his  country’s  traditions  and  lack  of 
payments  difficulties,  persuaded  the  other  govern¬ 
ments  to  provide  in  the  convention  for  Switzer¬ 
land’s  special  status.  The  convention  required  both 
that  the  OEEC  reach  its  decisions  (with  a  few 
exceptions)  by  unanimous  vote  and  that  the  indi¬ 
vidual  members  faithfully  carry  out  such  decision- 
At  the  Swiss  request,  the  members  approved  Ar¬ 
ticle  14,  which  authorizes  any  member  to  abstain 
from  voting  on  an  issue  without  jeopardizing  the 
principle  of  unanimity.  According  to  that  Article, 
a  vote  in  the  organization  is  considered  unanimous 
if  all  members  not  abstaining  vote  affirmatively. 
By  abstaining,  Switzerland  thus  safeguarded  both 
continental  solidarity  and  national  sovereignty. 

Soon,  however,  traditional  considerations  of  sov- 

51.  Message  of  the  Federal  Council  to  the  Federal  .Assembly 
on  the  ratification  of  the  European  Economic  Cooperation  Con¬ 
vention.  cited,  p.  22. 

52.  Ibid.,  p.  6. 
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ereignty  became  paramount.  The  Federal  Council 
reached  the  conclusion  that  participation  by  Swit¬ 
zerland  in  the  Marshall  Plan  on  a  basis  similar  to 
the  participation  of  its  neighbors  was  impossible 
because  it  already  enjoyed  the  commercial  and 
financial  balance  to  which  these  countries  aspired. 
The  problems  arising  for  a  “have”  nation  from  a 
policy  of  behaving  like  a  “have-not”  emerged  clear¬ 
ly  when  the  United  States,  after  enactment  of  the 
Foreign  Assistance  Act  of  1948,  which  set  up  the 
Economic  Cooperation  Administration  and  initi¬ 
ated  the  European  Recovery  Program,  invited 
Switzerland,  along  with  other  OEEC  members, 
to  negotiate  a  bilateral  Marshall  Plan  agreement. 
The  Swiss-American  conversations  proceeded  slow¬ 
ly.  The  Federal  Council  in  Berne  looked  forward 
uneasily  to  American  exercise  of  the  authority  to 
intervene  in  Swiss  affairs  which  the  agreement 
promised  to  grant  Washington.  The  Swiss  par¬ 
ticularly  did  not  want  to  surrender  their  commer¬ 
cial  independence  by  agreeing  to  abide  by  Article 
1 17  of  the  Foreign  Assistance  Act.  This  act  im¬ 
plies  that  Marshall  Plan  countries  may  not  export 
to  Eastern  Europe  articles  which  the  United  States, 
for  national  security  reasons,  refuses  to  export  to 
that  area.’^  The  talks  ended  without  agreement  on 
November  5,  1948.  The  State  Department  an¬ 
nounced  that  it  would  resume  the  conversations 
when  the  Swiss  desired. 

The  failure  of  those  conversations  has  cost  Swit¬ 
zerland  an  opportunity  to  exert  a  constant  influence 
on  its  neighbors  as  a  group  for  modification  of  the 
policies  of  controlled  economy  and  barter  trading 
which,  to  Switzerland’s  distress,  characterize  most 
Western  European  nations.  It  also  has  cost  the 
United  States  and  Western  Europe  an  opportunity 
to  benefit  to  the  fullest  degree  from  the  prosperity 
and  liberalism  of  Switzerland  in  the  progress  toward 
recovery.  Its  prosperity,  in  fact,  prevented  Switzer¬ 
land  from  sharing  the  fiscal  benefits  its  neigh¬ 
bors  obtained  from  the  operation  of  the  payments 
plan  which  the  OEEC  launched  on  October  16, 
1948  for  clearing  the  currency  balances  in  the  trade 
credits  and  debts  of  the  Marshall  countries.  In 
joining  that  plan,  Switzerland  could  not  partici¬ 
pate  on  an  equal  level  with  the  countries  the  United 
States  was  helping,  because  it  lacked  a  balance-of- 
payments  problem.^'*  Trade  among  the  Marshall 
nations  active  in  the  payments  plan  increased 
notably  ($400,000,000  in  the  second  quarter  of  1949 
above  the  equivalent  period  in  1948’’),  but  the  in- 

53.  Petitpierre  to  the  National  Council,  October  5,  1948,  cited. 

54.  Report  of  the  Federal  Council  to  the  Federal  Assembly  on 
administration  in  1948,  cited,  p.  3. 

55.  Economic  Cooperation  Administration,  Fijth  Report  to 
Congress  (Washington,  Government  Printing  Office,  1949),  p.  12. 


crease  did  not  directly  affect  the  Swiss. 

Switzerland  refused  to  take  part  in  the  second 
payments  plan  which  the  OEEC  negotiated  in 
June  1949.  That  attitude  prompted  the  United 
States  in  November  1949  to  recognize  for  the  first 
time  Switzerland’s  situation  in  Western  Europe  by 
authorizing  other  Marshall  Plan  countries  to  make 
“off-shore”  purchases  from  the  Swiss.  The  EGA, 
in  other  words,  will  finance  some  of  the  exports 
from  Switzerland  to  the  rest  of  Marshall  Europe. 
While  that  arrangement  may  stimulate  Swiss  trade, 
the  United  States  might  more  quickly  advance  Eu¬ 
rope  toward  economic  independence  by  proposing 
to  Switzerland  that  it  become  its  junior  partner  as  j 
the  source  of  funds  in  the  Marshall  Plan. 

Perhaps  America  could  induce  Switzerland  to 
revive  the  credit  policy  it  inaugurated  immediately 
after  World  War  II,  with  the  intention  this  time 
of  making  loans  in  support  of  the  European  Re¬ 
covery  Program.  As  a  first  step  Washington  might 
offer  Switzerland  a  bilateral  Marshall  Plan  agree¬ 
ment  which  recognizes  the  special  economic  situa¬ 
tion  of  the  Swiss.  That  would  give  Switzerland 
the  same  formal  relationship  to  the  United  States 
that  other  governments  represented  in  the  OEEC 
now  have.  In  view  of  present  American  eco¬ 
nomic  foreign  policy  the  United  States  needs  such 
support  in  that  organization  for  liberalization  of 
trade  as  it  can  obtain.  The  scheme  could  enable  the 
United  States  to  spread  the  burden  of  financing 
European  recovery,  which  now  it  supports  alond. 
Switzerland  is  the  one  logical  partner  for  Amer¬ 
ica,  for  the  Swiss  franc  is  unique  in  being  a  | 
hard  currency,  like  the  American  dollar.  Switzer¬ 
land  derives  a  source  of  authority  in  international 
councils  from  its  ability  to  lend  money.  It  hap 
another  in  its  financial  skill,  which  it  has  displayed 
since  the  end  of  World  War  II  in  the  management 
of  its  budgetary  policies  and  which  it  could  share 
fully  with  its  fellow  members  of  the  OEEC  with¬ 
out  in  any  way  leaving  the  impression  that  it  | 
wanted  to  make  the  rest  of  Europe  over  into  its 
own  image.  In  a  period  when  Europe  faces  serious 
fiscal  problems,  fiscally  successful  Switzerland  ha^ 
much  to  contribute  to  its  neighbors  in  wisdon| 
and  something  in  money.  The  United  States  needs 
the  support  in  the  OEEC  of  another  creditor  na¬ 
tion,  and  to  help  solve  European  problems  it  needs 
a  European  associate.  The  Marshall  Plan  group, 
lacking  the  influence  of  a  government  which  en-  | 
courages  intercourse  with  both  Western  and  East¬ 
ern  Europe,  is  in  danger  of  becoming  permanently 
an  instrument  for  dividing  Europe  and,  therefore, 
for  intensifying  Switzerland’s  difficulties  in  remain¬ 
ing  neutral  between  the  two  factions. 
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The  Swiss  government  has  already  expanded  the 
bounds  within  which  the  neutrality  tradition  per¬ 
mits  it  to  move  in  international  affairs.  In  response 
to  a  request  by  Secretary  of  State  Dean  Acheson 
on  November  17,  1949,  Switzerland  joined  some 
30  other  governments  in  protesting  against  the 
treatment  of  the  United  States  consular  staff  at 
Mukden  in  Communist  China.  The  Swiss  govern¬ 
ment  has  halted  transshipment  from  Swiss  points 
to  Eastern  Europe  of  goods  which  the  United 
States  considers  war  material.  It  has  also  denied 
licenses  to  Swiss  exporters  for  shipment  to  Eastern 
Europe  of  goods  made  in  Switzerland  when  the 
goods  fit  Washington’s  definition  of  war  material. 

ALOOF  ATTITUDE  SURVIVES 

Yet  a  decline  of  economic  activity  in  1949  from 
the  high  level  of  post-war  prosperity  has  not 
noticeably  diluted  the  faith  of  the  Swiss  in  self- 
reliance  and  their  other  national  traditions.  The 
officers  of  the  largest  Swiss  machinery  firm — 
Brown,  Boveri  and  Co. — noted  in  their  annual 
report  of  June  15,  1949  that  a  “steady  fall”  in 
favorable  business  probably  lies  ahead.^^  This  view 
supported  the  opinion  expressed  earlier  by  the 
Federal  Council  that  the  economic  indices  had 
reached  their  peak  in  1948.'^  The  traditionalists 
found  a  sound  reason  for  carrying  on  by  the  old 
standards  of  free  enterprise  and  neutrality  in  the 
fact  that  the  country  survived  Britain’s  devaluation 
of  the  pound  without  damage  to  its  currency  or 
its  trading  position.  Moreover,  the  Swiss-Belgian 
trade  agreement  in  October  1949  raised  hopes 
that  Europe  might  return  to  multilateral  trad- 

56.  Brown,  Boveri,  N eunundvierzigster  Geschaeftshericht 
(Zurich.  Buchdruckerei  Berichthaus,  1949),  p.  3. 

57.  Message  concerning  the  budget  for  1949,  cited,  p.  20. 


ing  without  a  modification  of  Swiss  policy,  since 
that  agreement  provides  for  completely  free  trade. 
It  makes  no  reference  to  “essentials”  and  “non- 
essentials”  and  imposes  no  quotas  or  other  restric¬ 
tions  on  commerce. 

The  case  for  Swiss  relaxation  of  its  aloof  policy 
lies  in  the  argument  that  Switzerland  stands  to 
benefit  from  active  participation  with  other  nations 
in  the  search  for  means  to  keep  the  peace,  since 
the  economic  dislocation  caused  to  Switzerland’s 
unneutral  neighbors  by  two  world  wars  has  dam¬ 
aged  Swiss  economy  by  limiting  Swiss  markets. 
Moreover,  Switzerland  suffers  from  over-liquidity, 
in  the  form  of  ever-increasing  bank  deposits  of, 
idle  money,  which  threatens  the  country  with  in-* 
flation  and  can  increase  Swiss  interest  in  the  pos¬ 
sibility  of  investment  in  neighboring  countries 
through  special  Marshall  Plan  arrangements. 
Friedrich  T.  Wallen,  former  member  of  the  Swiss 
Council  of  States,  now  an  official  of  the  United 
Nations  Food  and  Agriculture  Organization,  rec¬ 
ommended  in  an  address  in  New  York  City  on 
January  4,  1950  that  Switzerland  take  an  active 
interest  in  the  Point  Four  program  for  improve¬ 
ment  of  underdeveloped  areas.  The  program  could 
increase  investment  opportunities  throughout  the 
world.  The  majority  of  the  Federal  Council  and 
of  the  parliament  favor  continued  aloofness,  but 
M.  Petitpierre  in  November  1949  cautiously  re¬ 
marked  that  “our  country  must  follow  with  in¬ 
terest  and  great  sympathy  the  developments  of  the 
Council  of  Europe.”'®  M.  Petitpierre’s  new  slogan 
of  “neutrality  and  solidarity”  suggests  that  more 
extensive  Swiss  participation  in  world  affairs 
may  be  possible  without  abandonment  of  the  neu¬ 
tral  tradition  or  disturbance  to  free  enterprise. 

58.  Speech  at  Solothurn,  November  28,  1949. 
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Basic  Facts  About  Switzerland* 


From  the  territorial  point  of  view,  Switzerland 
is  one  of  the  smallest  states  in  Europe.  With  a 
population  of  4,300,000  and  an  area  of  15,944  square 
miles,  it  is  also  one  of  the  most  densely  populated 
{257  inhabitants  to  the  square  mile),  especially  if 
one  takes  into  consideration  the  fact  that  22.5  per 
cent  of  its  surface  is  unproductive.  The  population 
of  each  of  four  Swiss  towns — Zurich,  Basle,  Geneva 
and  Berne — exceeds  100,000.  Two-thirds  of  the 
Swiss  live  in  communes  of  10,000  or  less. 

Switzerland’s  outstanding  characteristic  is  its 
diversity  in  religion  and  language:  58  per  cent  of 
the  inhabitants  are  Protestants,  41  per  cent  are 
Roman  Catholics,  and  i  per  cent  belong  to  other 
religions;  72.6  per  cent  of  the  population  speak 
German  dialects,  20.7  per  cent  French,  5.2  per 
cent  Italian  and  i.i  per  cent  Romansch — derived 
from  Latin  and  peculiar  to  Switzerland.  Roughly 
speaking,  French  is  the  language  of  the  southwest; 
Italian,  of  the  southern  slopes  of  the  Alps  in  the 
canton  of  Ticino;  Romansch,  of  a  few  districts 
in  the  Grisons  (southeast) ;  and  German,  of  the 
remainder  of  the  country.  Colloquially,  the  Ger¬ 
manic  tongue  is  spoken  in  dialects,  which  differ 
from  the  written  language. 

HISTORICAL 

Switzerland,  with  the  possible  exception  of  Ice¬ 
land,  is  the  oldest  democracy  in  the  world.  Its 
foundations  were  laid  in  1291,  when  three  rural 
communities,  Uri,  Schwyz  and  Unterwalden, 
signed  an  “Everlasting  Alliance”  to  defend  their 
rights  and  liberty  against  the  House  of  Hapsburg. 
This  grouping  of  Alpine  cantons  was  enlarged 
in  the  following  centuries  by  the  adhesion  of 
neighboring  valleys  and  such  powerful  centers  as 
Lucerne,  Zurich,  Berne,  Basle  and  Geneva. 


The  fact  that  by  now  a  third  of  the  Swiss  live  out¬ 
side  the  canton  and  commune  of  their  origin  is 
weakening  the  interest  of  many  Confederation 
citizens  in  defending  the  cantonal  prerogatives  (the 
equivalent  of  “states’  rights”  in  the  United  States) 
from  the  growing  power  of  the  Federal  govern¬ 
ment. 

The  Federal  authorities  direct  Swiss  foreign  af¬ 
fairs.  The  Federal  government  may  intervene  in 
cantonal  matters  when  a  canton  asks  for  help  or 
when  disturbances  in  a  canton  endanger  the  whole 
country.  The  intervention  is  sometimes  military. 
The  cantons  legislate  through  their  own  parlia¬ 
ments  on  all  matters  not  expressly  reserved  to  the 
Federal  government  by  the  Constitution.  The 
cantons  administer  justice.  Juridical  practice  varies 
from  canton  to  canton.  In  Switzerland  only  men  of 
20  and  over  can  vote.  Women  do  not  have  the  vote. 

DEFENSE 

Switzerland’s  educational  and  defense  systems 
give  the  inhabitants  a  deep  interest  in  political 
affairs.  Elementary  and  secondary  education  is 
free  and,  as  a  rule,  compulsory  up  to  16  years  of 
age,  with  every  district  having  its  own  school. 
Every  male  is  called  up  for  military  training  dur¬ 
ing  the  year  he  becomes  19,  and  all  Swiss  between 
20  and  48  are  subject  to  military  service.  The  Swiss 
Army  is  a  militia  force,  not  a  professional  army. 
Except  for  the  military  instructors  and  commanders 
of  the  corps  and  divisions,  all  members  of  the 
Army,  from  private  to  colonel,  work  at  their  usual 
occupations.  Each  soldier  and  officer  keeps  at  home 
a  rifle  and  military  uniform  as  symbols  of  his 
stake  in  Swiss  independence.  Switzerland  has  a 
border  1,153  tnfles  long  to  be  guarded  in  wartime. 

ECONOMIC 


POLITICAL 

After  the  French  Revolution,  Switzerland  de¬ 
veloped  from  a  group  of  confederated  cantons  into 
a  federal  state,  as  was  the  case  in  the  United  States. 
The  new  political  pattern  was  formalized  by  the 
Federal  Constitution  of  1848  and  fixed  by  that  of 
1874,  which  is  in  force  today.  Swiss  political  insti¬ 
tutions  have  a  foundation  of  local  sovereignty. 
Citizenship  in  the  Confederation  stems  from  citi¬ 
zenship  in  one  of  the  22  cantons  (three  of  which 
are  divided  into  half-cantons),  and  citizenship  in 
the  cantons  depends  on  citizenship  in  a  commune. 

•This  article  is  based  in  part  on  material  contained  in  an 
article  on  the  same  subject  by  Ona  K.  D.  Ringwood  and  Ernest 
S.  Hediger  which  appeared  in  Foreign  Policy  Reports,  Vol. 
XVIII,  No.  20  (January  j,  1943),  p.  272. 


In  less  than  a  century  Switzerland  developed 
from  a  rural  country  into  a  predominantly  indus¬ 
trial  state.  The  time  is  gone  when  foreign  visitors 
could  say  of  the  Swiss  that  “they  milk  their  cows 
and  live  peaceably.”  Today,  the  number  of  Swiss 
employed  in  agricultural  enterprises  represents  but 
21.7  per  cent  of  the  total  population,  while  44.6 
per  cent  engage  in  industrial  labor  and  the  manual 
trades.  In  Europe,  only  Britain  and  Belgium  have 
a  higher  percentage  in  the  latter  groups.  Swiss  in¬ 
dustrial  activity  is  dispersed  among  many  firms. 
The  largest  sources  of  employment  are  the  metal¬ 
working  and  machine  industries,  which  include 
17,569  separate  companies.  The  lack  of  industrial 
concentration  facilitates  the  preservation  of  com¬ 
petition  in  Switzerland. 


